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Current Trends 


The Commerce Department reported housing starts in July were at a seasonally- 
adjusted rate of 1.238 million units. ..up 13.7 percent from June. ..the highest rate since 
May 1974. The increase over June was 50 percent in condominiums, townhouses, and other 
multifamily units... with a 5 percent rise in single-family homes. The report also showed a 6 
percent increase in residential building permits for the month... the fourth consecutive 
month that this important yardstick of future housing activity gained. Commenting on the 
report...HUD Secretary Carla Hills said: “The July housing starts figures are en- 
couraging. .. particularly with regard to multifamily starts. This trend seems to indicate a 
continued recovery for the housing industry.” 


Urban renewal project notes totaling $377 million... representing 85 local issuing 
agencies. .. were sold in mid-August at an average interest rate of 4.242 percent. The average 
interest rate for the $322 million of project notes sold in mid-July was 3.9292 percent. 


At its early August auction...GNMA accepted bids on 9,297 mortgages totaling 
$248 million. ..at an average yield to the investor of 9.515 percent...and ranging from 
8.895 percent to 9.755 percent for the single-family mortgages which had interest rates 
varying between 7 and 9 percent. On the $18.9 million of mortgages not sold, either no bids 
were received or the bids were at an unacceptable yield and were rejected. 


HUD’s August | survey of conditions in the mortgage market indicated that after a 
one-month advance...the national secondary market price for 8.50 percent HUD/FHA 
insured new-home mortgages, 30-year terms, declined one-half of a point from a month 
earlier to $95.2 per $100 of outstanding loan amount. The equivalent gross yield to investors 
at this price was 9.13 percent. .. an increase of seven basis poirfts over the July | yield. 


* 
GNMA Names Transfer Agent 


HUD’s GNMA has announced the appointment of Chemical Bank of New York as 
Co-Transfer Agent in New York for GNMA mortgage-backed securities. 


The new arrangement will greatly streamline the transferring system and provide the 
market with a rapid transfer of the registered securities. .. permitting 24-hour and same-day 
transfers. Previously, a normal transfer would take 4 days if initiated in New York. GNMA 
will continue to handle the regional reissues and the issuance of new pools. 


The need for such an arrangement was due to the rapid growth and acceptance of 
these securities. Since February of 1970...when the first such certificates were 
sold... GNMA _ has guaranteed over $18 billion in mortgage-backed securities. Transferring 
activity has exceeded over $1 billion per month since the beginning of this year, indicating 
the high degree of liquidity of the investment. 


An instruction letter for security dealers and issuers providing details of the new 
transfer procedures will be forwarded in the near future. Transfer activities at Chemical Bank 
are expected to commence September 2, 1975. Dealer inquiries to Chemical Bank should be 
directed to Louis W. Riehl, (212) 952-3548. 





Flood Insurance Warning Issued 


J. Robert Hunter... Acting Administrator of HUD’s Federal Insurance Administra- 
tion... has warned: “The hurricane season is upon us again and not enough people have 
protected their property against losses from flood damage. People living along the populous 
East and Gulf coasts are "*~-* to buy Federal flood insurance to protect life and property 
against losses. The insurance... subsidized by the Federal Government. ..can be purchased 
from any licensed property and casualty broker or agent... but only where communities 
have joined the program. 


“City Hall has to move before the ordinary citizen can buy. That’s why we suggest 
tlat people contact their local governments. They should find out if it’s available in their 
community. ..and if not. .. they should ask why not.” 


Mr. Hunter said his office is prepared to process community applications for 
membership in the flood program immediately. Usually the application is accepted within a 
week of its receipt. 


In the Gulf and East Coast States, a band stretching from Texas to Maine, almost 
384,000 flood insurance policies have been purchased by property owners. “The problem is,” 
said Mr. Hunter, “there are still too many buildings in flood hazard zones not covered by 
flood insurance. They represent a staggering potential loss if a hurricane should strike.” 


‘“‘We think people should take advantage of this opportunity to help themselves,” Mr. 
Hunter said, “but evidently many prefer to do nothing until disaster hits. Then they and 
their local officials appeal to the government for Federal assistance. It’s not fair to the rest 
of the country, since the burden of disaster assistance falls on every citizen.” 


Typical rates for the Federal flood insurance are: $87.50 per year for $35,000 worth 
of coverage on a home; or $400 per year for $100,000 worth of coverage on a commercial 
structure. 


* 


New Mortgage Ideas Solicited 


HUD is asking for new ideas in mortgage payment plans. Under the Housing and 
Community Development Act of 1974... the Department has the authority to insure 
innovative mortgage instruments with amortization plans that correspond to anticipated 
variations in family income. Under such plans mortgage loan borrowers might benefit from 
having their monthly mortgage payments relate generally to ancicipated changes in their 
incomes. Thus... such a plan might start with low monthly payments covering only the 
interest on the loan, but would call for periodic increases in the future until the mortgage 
would be on a fully self-amortizing basis—all this keyed to an anticipated increase in the 
borrower's income. 


The Act requires such a plan to meet three requirements: 


@ |t must have promise for expanding housing opportunities or meeting special needs: 

@ It must include safeguards for mortgagors or purchasers necessary to offset special 
risks of such mortgages; and 

@ It must have a potential for acceptance in the private market. 

In writing the legislation, Congress specifically prohibited the insurance of variable 
interest rate mortgages under this program. 

A complete description of HUD’s Request for Proposals appears in the Federal 
Register ot August 18. Persons desiring to submit proposals should do so before November 


I... in triplicate...to the HUD Office of Policy and Program Analysis and Development, 
Room 6204, Washington, D.C. 20410. 





Significant Decision 


The Ninth Circuit Court of Appeals in San Francisco has ruled that a 5-year housing 
and zoning plan of the city of Petaluma, known as the Pefaluimna Plan, does not violate 
constitutional guarantees. 


The Plan... adopted in 1971...specified that only 500 new homebuilding permits a 
year could be issued in Petaluma for the next 5 years. 


the ruling reversed an April 1974 District Court decision which decided the plan 
unconstitutional, primarily on the ground that it violated the right to travel. The suit had 
been brought against the city by the construction industry association of Sonoma County 
and some landowner-developers. 


The Circuit Court said the “‘economic interests (of the builders and landowners) are 
undisputedly outside the zone of interest to be protected by any purported constitutional 
right to travel.” 


The plaintitts had aisu claimed that the Plan was arbitrary and theretore violated their 
due process rights, and they claimed the plan was nothing more than “an exclusionary zoning 
device designed solely to insulate Petaluma from the urban complex in which it finds itself.” 


The Court stated that “the concept of the public welfare is sufficiently broad to 
uphold Petaluma’s desire to preserve its small-town character, its open spaces and low density 
of population, and to grow at an orderly and deliberate pace.” 


* 
Raise in Mortgage Fees Proposed 


Mortgage insurance application fees would be increased under regulations proposed by 
HUD. At present the application fee for processing a mortgage for existing constructi 
$40... for proposed construction $50. The new regulations would require fees of SSO tor 
existing construction and $65 for proposed construction. 


The current fees were set in February 1971. Since that time direct costs 
processing applications for mortgage insurance by HUD/FHA have | increased 
percent... not including overhead and related actions such as subdivision processing. 1 
inspections, and travel. Moreover, an increasing number of fee appraisers are being 
HUD/FHA and it has been found necessary to increase tees to assure the availabilit 
qualified appraisers. 

Comments on the proposed regulation are invited. Communications should be tiled 
with the Rules Docket Clerk, Office of the HUD General Counsel, Room 10245. Washingto 
D.C. 20410, on or before September 15, 1975. 
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Code Enforcement Guidelines Published 


BOCA International. .. the professional association of practicing building officials and 
code administrators, and publisher of the nationally-recognized BOCA Basic Buil/ 
Code... has prepared the country’s first mudel code guidelines for the rehabilitation ot 
existing residential property. A concise, easy-to-read series of guidelines for applying Ul 
intent of current model building codes, Code Enforcement Guidelines for Resid 
Rehabilitation was developed by BOCA International under a contract with HUD ie 
cooperation with the American Insurance Association (AIA), International Conference of 
Building Officials (ICBO)... and Southern Building Code Congress (SBCC) International | 
booklet follows Basic Code format and outlines minimum requirements for stich aspect 
site conditions, available space, means of egress, fire protection, constructio: 
systems, and methods and materials. The guidelines are designed tor uss 
all currently published model codes. 

Soft cover, 6x9 in., 20 pages... the publication is available at a list price of 


$2.50 to BOCA members from BOCA International, 1313 East 60th Street, Chicago. Hlin 
60637. 





National Institute of Governmental Purchasing, Inc.... Annual Convention 
.. Philadelphia, September 27-October 1. Details: N/JGP, 1001 Connecticut Ave., N.W., 
Washington, D.C. 20036 (202/331-1357) 


International City Management Association... Annual Convention... Seattle, 
September 28-October 2. Details: JCMA, 1140 Connecticut Ave., N.W., Washington, D.C. 
20036 (202/293-2200) 


American Public Transit Association... Annual Convention... New Orleans, 
September 28-October 2. Details: APTA, 1100 17th St., N.W., Suite 1200, Washington, D.C. 
20036 (202/331-1100) 


International Conference of Building Officials... Annual Convention. .. Monterey. 
California, September 28-October 4. Details: JCBO, 5360 South Workman Mill Road, 
Whittier, California 90601 (213/699-0541) 


American Bankers Asociation... Annual Convention... New York, October 4-8. 
Details: ABA, 1120 Connecticut Ave., N.W., Washington, D.C. 20036 (202/467-4103) 


National Housing Rehabilitation Association and the Institute for Professional and 
Executive Development co-sponsors. .. Seminar on Housing Rehabilitation: Development and 
Management. .. Washington, D.C., October 2-3. HUD Secretary Carla A. Hills and Assistant 
Secretary for Community Planning and Development David O. Meeker will speak. Registra- 
tion: National Housing Rehabilitation Association, 1025 Connecticut Ave., N.W., Suite 707, 
Washington, D.C. 20036 (202/785-1065) 


American Institute of Architects... Architects in Industry Seminar... Washington, 
D.C., October 6-8. Cost Management and Buying Architectural Services will be two of the 
main discussion topics. Details: Evagene H. Bond, Public Relations Department, AIA, 1735 
New York Ave., N.W., Washington, D.C. 20006 (202/785-7300) 


Assistant Secretary for Administration, U.S. Department of Housing and Urban 
Development. ..Carla) Anderson Hills, Secretary... James C. Biller, Editor. 
Subscription rate $12.50 per year, domestic. ..$15.65 foreign. Address all 
communications regarding subscriptions, change of address, etc. to the Superin- 
: tendent of Documents, Washington, D.C. 20402. Use of funds for printing this 
HUD-318-191-ASI publication approved by the Office of Management and Budget, January 9, 
September 1, 1975 1973. 
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